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defined contribution plan subject to the
rules of section 415(c), it is not subject to the
100 percent of compensation limit of section
415(c)(1)(B), so the contributions to that ac-
count satisfy the limitations of section
415(c).

(iii) Aggregation analysis. The sum of the
annual additions under Plan X and the
amounts contributed to the separate account
on P’s behalf must satisfy the requirements
of section 415(c). Under paragraph (h)(2) of
this section, the limit applicable to the ag-
gregated plan is equal to the greater of the
limits applicable to the separate plans. In
this case, the limit applicable to the medical
account is $46,000 (which is greater than the
limit of $30,000 applicable to the qualified
plan), so the limit that applies to the aggre-
gated plan is $46,000, and the aggregated plan
satisfies the requirements of section 415.

[T.D. 9319, 72 FR 16922, Apr. 5, 2007; 72 FR
28854, May 23, 2007]

§1.415(g)-1 Disqualification of plans
and trusts.

(a) Disqualification of plans—(1) In
general. Under section 415(g) and this
section, with respect to a particular
limitation year, a plan (and the trust
forming part of the plan) is disqualified
in accordance with the rules provided
in paragraph (b) of this section, if the
conditions described in paragraph (a)(2)
or (a)(3) of this section apply. For pur-
poses of this paragraph (a), the deter-
mination of whether a plan or a group
of aggregated plans exceeds the limita-
tions imposed by section 415 for a par-
ticular limitation year is, except as
otherwise provided, made by taking
into account the aggregation of plan
rules provided in section 415(f) and
§1.414(f)-1.

(2) Defined contribution plans. A plan
is disqualified in accordance with the
rules provided in paragraph (b) of this
section if annual additions (as defined
in §1.415(c)-1(b)) with respect to the ac-
count of any participant in a defined
contribution plan maintained by the
employer exceed the limitations of sec-
tion 415(c) and §1.415(c)-1.

(3) Defined benefit plans. A plan is dis-
qualified in accordance with the rules
provided in paragraph (b) of this sec-
tion if the annual benefit (as defined in
§1.415(b)-1(b)(1)) of a participant in a
defined benefit plan maintained by the
employer exceeds the limitations of
section 415(b) and §1.415(b)-1.

§1.415(g9)-1

(b) Rules for disqualification of plans
and trusts—(1) In general. If any plan
(including a trust which forms part of
such plan) is disqualified for a par-
ticular limitation year under the rules
set forth in this paragraph (b), then the
disqualification is effective as of the
first day of the first plan year con-
taining any portion of the particular
limitation year.

(2) Single plan. In the case of a single
qualified defined benefit plan (deter-
mined without regard to section 415(f)
and §1.415(f)-1) maintained by the em-
ployer that provides an annual benefit
(as defined in §1.415(b)-1(b)(1)) in excess
of the limitations of section 415(b) and
§1.415(b)-1 for any particular limitation
year, such plan is disqualified in that
limitation year. Similarly, if the em-
ployer only maintains a single defined
contribution plan (determined without
regard to section 415(f) and §1.415(f)-1)
under which annual additions (as de-
fined in §1.415(c)-1(b)) allocated to the
account of any participant exceed the
limitations of section 415(c) and
§1.415(c)-1 for any particular limitation
year, such plan is also disqualified in
that limitation year.

(3) Multiple plans—(i) In general. If the
limitations of section 415(b) and
§1.415(b)-1, or section 415(c) and
§1.415(c)-1, are exceeded for a par-
ticular limitation year with respect to
any participant solely because of the
application of the aggregation rules of
section 415(f)(1) and §1.415(f)-1 (taking
into account the rules of §1.415(a)-1(f)),
then one or more of the plans is dis-
qualified in accordance with the order-
ing rules set forth in paragraph
(b)(3)(i1) of this section, applied in ac-
cordance with the rules of application
set forth in paragraph (b)(3)(iii) of this
section, subject to the special rules set
forth in paragraph (b)(3)(iv) of this sec-
tion, until, without regard to annual
benefits or annual additions under the
disqualified plan or plans, the remain-
ing plans satisfy the applicable limita-
tions of section 415.

(ii) Ordering rules—(A) Disqualification
of ongoing plans other than multiem-
ployer plans. If there are two or more
plans that have not been terminated at
any time including the last day of the
particular limitation year, and if one
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or more of those plans is a multiem-
ployer plan described in section 414(f),
then one or more of the plans (as need-
ed to satisfy the limitations of section
415) that has not been terminated and
is not a multiemployer plan is disquali-
fied in that limitation year. For pur-
poses of the preceding sentence, the de-
termination of whether a plan is a mul-
tiemployer plan described in section
414(f) is made as of the last day of the
particular limitation year.

(B) Disqualification of ongoing multiem-
ployer plans. If, after the application of
paragraph (b)(3)(ii)(A) of this section,
there are two or more plans and one or
more of the plans has been terminated
at any time including the last day of
the particular limitation year, then
one or more of the plans (as needed to
satisfy the applicable limitations of
section 415) that has not been so termi-
nated (regardless of whether the plan is
a multiemployer plan described in sec-
tion 414(f)) is disqualified in that limi-
tation year.

(iii) Rules of application—(A) Employer
elects which plan is disqualified. If there
are two or more plans of an employer
within a group of plans one or more of
which is to be disqualified pursuant to
paragraph (b)(3)(ii)(A) or (B) of this
section, then the employer may elect,
in a manner determined by the Com-
missioner, which plan or plans are dis-
qualified. If those two or more plans
are involved because of the application
of §1.415(a)-1(f), the employers involved
may elect, in a manner determined by
the Commissioner, which plan or plans
are disqualified. However, the election
described in the preceding sentence is
not effective unless made by all of
those employers.

(B) Commissioner determines which
plan is disqualified. If the election de-
scribed in paragraph (b)(3)(iii)(A) of
this section is not made with respect to
the two plans described in paragraph
(b)(3)(iii)(A) of this section, then the
Commissioner, taking into account all
of the facts and circumstances, has the
discretion to determine the plan that is
disqualified in the particular limita-
tion year. In making this determina-
tion, some of the factors that will be
taken into account include, but are not
limited to, the number of participants
in each plan, the amount of benefits
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provided on an overall basis by each
plan, and the extent to which benefits
are distributed or retained in each
plan.

(iv) Special rules—(A) Simplified em-
ployee pensions. If there are two or
more plans one or more of which is to
be disqualified pursuant to paragraph
(b)(3)(i1)(A) or (B) of this section, and if
one of the plans is a simplified em-
ployee pension (as defined in section
408(k)), then the simplified employee
pension is not disqualified until all of
the other plans have been disqualified.
However, if one of the plans has been
terminated, then the simplified em-
ployee pension is disqualified before
the terminated plan. For purposes of
this paragraph (b)(3)(iv)(A), the dis-
qualification of a simplified employee
pension means that the simplified em-
ployee pension is no longer described
under section 408(k).

(B) Aggregating medical accounts with
defined contribution plans. In the event
that aggregating a medical account de-
scribed in §1.415(c)-1(a)(2)(ii)(C) or (D)
and a defined contribution plan other
than such a medical account causes the
limitations of section 415(c) and
§1.415(c)-1 applicable to a participant
to be exceeded for a particular limita-
tion year, the defined contribution
plan other than the medical account is
disqualified for the limitation year.

(C) Aggregating section 403(b) annuity
contract and qualified defined contribu-
tion plan—(1) In general. In the event
that aggregating a section 403(b) annu-
ity contract and a qualified defined
contribution plan under the provisions
of section 415(f)(1)(B) causes the limita-
tions of section 415(c) and §1.415(c)-1
applicable to a participant under the
aggregated defined contribution plans
to be exceeded for a particular limita-
tion year, the excess of the contribu-
tions to the annuity contract plus the
annual additions to the qualified plan
over such limitations is attributed to
the annuity contract and therefore in-
cludable in the gross income of the par-
ticipant for the taxable year with or
within which that Ilimitation year
ends. See §1.415(a)-1(b)(2) for rules re-
garding the treatment of a contribu-
tion to a section 403(b) annuity con-
tract that exceeds the limitations of
section 415.
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(2) Example. The following example il-
lustrates the application of this para-
graph (b)(3)(iv)(C). It is assumed for
purposes of this example that the dol-
lar limitation under section 415(c)(1)(A)
that applies for all relevant limitation
years is $45,000. The example is as fol-
lows:

Example. (i) N is employed by a hospital
which purchases an annuity contract de-
scribed in section 403(b) on N’s behalf for the
current limitation year. N is also the 100 per-
cent owner of a professional corporation P
that maintains a qualified defined contribu-
tion plan during the current limitation year
in which N participates. (The facts of this ex-
ample are the same as in §1.415(f)-1(j) Exam-
ple 7.) N’s compensation (within the meaning
of §1.415(c)-2) from the hospital for the cur-
rent limitation year is $150,000. For the cur-
rent limitation year, the hospital contrib-
utes $30,000 for the section 403(b) annuity
contract on N’s behalf, which is within the
limitations applicable to N under the annu-
ity contract (specifically, the limit under
the annuity contract is $45,000)). Professional
corporation P also contributes $20,000 to the
qualified defined contribution plan on N’s be-
half for the current limitation year (which
represents the only annual additions allo-
cated to N’s account under the plan for such
year), which is within the $45,000 limitation
of section 415(c)(1) applicable to N under the
plan.

(ii) Under section 415(k)(4), the professional
corporation, as well as N, is considered to
maintain the annuity contract. Accordingly,
the sum of the annual additions under the
qualified defined contribution plan main-
tained by professional corporation P and the
annuity contract must satisfy the limita-
tions of section 415(c) and §1.415(c)-1.

(iii) Because the total aggregate contribu-
tions ($50,000) exceed the section 415(c) limi-
tation applicable to N ($45,000), $5,000 of the
$30,000 contributed to the section 403(b) an-
nuity contract is considered an excess con-
tribution and therefore currently includable
in N’s gross income. The contract continues
to be a section 403(b) annuity contract only
if, for the current limitation year and all
years thereafter, the issuer of the contract
maintains separate accounts for each portion
attributable to such excess contributions.
See §§1.415(a)-1(b)(2).

(c) Plan year for certain annuity con-
tracts and individual retirement plans.
For purposes of this section, unless the
plan under which the annuity contract
or individual retirement plan is pro-
vided specifies that a different twelve-
month period is considered to be the
plan year—

§1.415(j)-1

(1) An annuity contract described in
section 403(b) is considered to have a
plan year coinciding with the taxable
year of the individual on whose behalf
the contract has been purchased; and

(2) A simplified employee pension de-
scribed in section 408(k) is considered
to have a plan year coinciding with the
year under the plan that is used pursu-
ant to section 408(k)(7)(C).

[T.D. 9319, 72 FR 16927, Apr. 5, 2007]

§1.415()-1 Limitation year.

(a) In general. Unless the terms of a
plan provide otherwise, the limitation
year, with respect to any qualified plan
maintained by the employer, is the cal-
endar year.

(b) Alternative limitation year election.
The terms of a plan may provide for
the use of any other consecutive twelve
month period as the limitation year.
This includes a fiscal year with an an-
nual period varying from 52 to 53
weeks, so long as the fiscal year satis-
fies the requirements of section 441(f).
A plan may only provide for one limi-
tation year regardless of the number or
identity of the employers maintaining
the plan.

(c) Multiple limitation years—(1) In
general. Where an employer maintains
more than one qualified plan, those
plans may provide for different limita-
tion years. The rule described in this
paragraph (c) also applies to a con-
trolled group of employers (within the
meaning of section 414(b) or (c), as
modified by section 415(h)). If the plans
of an employer (or a controlled group
of employers whose plans are aggre-
gated) have different limitation years,
section 415 is applied in accordance
with the rule of paragraphs (c)(2) and
(3) of this section.

(2) Testing rule for defined contribution
plans. If a participant is credited with
annual additions in only one defined
contribution plan, in determining
whether the requirements of section
415(c) are satisfied, only the limitation
year applicable to that plan is consid-
ered. However, if a participant is cred-
ited with annual additions in more
than one defined contribution plan,
each such plan satisfies the require-
ments of section 415(c) only if the limi-
tations of section 415(c) are satisfied
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